
 

 

PSERS Eligibility 
 
 
 
 

Background 
  

The Public Safety Employees’ Retirement System (PSERS) legislation was 
sponsored by the SCPP and was passed into law as Chapter 242, Laws of 
2004.  It will take effect on July 1, 2006.  This plan was established to 
acknowledge the law enforcement nature of certain public employee 
occupations that do not meet all the statutory criteria for membership in 
the Law Enforcement Officers' and Fire Fighters’ retirement system 
(LEOFF).  This legislation excluded certain occupational titles, particularly 
those with supervisory duties and others who may meet the statutory 
criteria for membership.  Issues were raised by the DRS regarding the 
administering of an occupational list – including those not intended and 
excluding those who were intended for membership. 
 

Committee Activity 
  

Presentations: 
July 19, 2005 – Full Committee 
September 27, 2005 – Full Committee 
November 15, 2005 – Executive Committee 
December 13, 2005 – Full Committee 
 

Proposal: 
December 18, 2005 – Full Committee 

 

Recommendation to Legislature 
 
Amend the PSERS statutes to establish a criteria/duty based membership 
design while retaining a statutory list of employers.  Expand the employer 
list to include the Washington State Department of Natural Resources and 
Department of Social and Health Services. 

 

Staff Contact 
 
 Robert Wm. Baker, Senior Research Analyst 
 360.786.6144; baker.robert@leg.wa.gov 
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Select Committee on Pension Policy
PSERS Membership Eligibility

(December 20, 2005)

Issue Legislation establishing the Public Safety
Employees’ Retirement System (PSERS) excluded
certain occupational titles, particularly those
with supervisory duties and others who may
meet the statutory criteria for membership. 

Staff Robert Wm. Baker, Senior Research Analyst 
(360) 786-6144

Members Impacted There are an estimated 7,200 PERS 2/3
members with public safety law enforcement
responsibilities currently employed by the
Washington State Department of corrections, the
Washington State Department of Parks and
Recreation, the Washington State Gambling
Commission, the Washington State Patrol, the
Washington State Liquor Control Board, county
corrections departments, and city corrections
departments not covered under first class city
retirement plans chapter 41.28 RCW.

Background The PSERS legislation was sponsored by the
SCPP and was passed into law as Chapter 242,
Laws of 2004.  It will take effect on July 1, 2006. 
This plan was established to acknowledge the
law enforcement nature of certain public
employee occupations that do not meet all the
statutory criteria for membership in the Law
Enforcement Officers' and Fire Fighters’
retirement system (LEOFF).
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These public safety employees are currently
members of the Public Employees’ Retirement
System (PERS) and eligible to receive normal
retirement after five years of service and
attainment of age 65; in Plan 3, it is ten years of
service and attainment of age 65.  A Plan 2
member may receive an actuarially reduced
early retirement after 20 years of service and
attainment of age 55.  A member with 30 years
of service and age 55 may receive a benefit
reduced 3 percent per year from age 65.

The PSERS benefit design includes:

- Regular retirement at age 65 with five
years of service.

- Unreduced retirement at age 60 with ten
years of service in PSERS. 

- Three percent early retirement reduction
factor (ERF) from age 60 if age 53 with at
least 20 years of service.

- Disability early retirement with an
actuarial equivalent ERF from age 60.

History Numerous groups with some law enforcement
authority have sought membership in the
retirement plans for Law Enforcement Officers’
and Fire Fighters’ (LEOFF).  A few of these
groups have been successful.  Recently,
Emergency Medical Technicians and Fish and
Wildlife enforcement officers have gained
membership in LEOFF 2 as they met all
statutory criteria for membership.  Other groups
who have sought membership in LEOFF do not
meet these statutory criteria.

At the December 10, 2001, meeting of the Joint
Committee on Pension Policy (JCPP), the
committee passed a motion to study the issue of
“... providing additional public safety benefits to
certain members of PERS Plans 2 and 3 ....”  The



Select Committee on Pension Policy

2005 Interim IssuesDecember 2005 Page 3 of 6
O:\Reports\Interim Issues\2005\Issues\10.PSERS Membership Eligibility-Report.wpd

JCPP heard presentations and public testimony
on this issue during the June and July 2002
interim hearings.  The committee did not
forward a recommendation to the full legislature.

In the 2003 interim, the SCPP formed the PERS
Public Safety subgroup to study the issue and
brought a recommendation to the executive
committee of the SCPP.  That recommendation,
the establishment of the Public Safety
Employees’ Retirement System, was endorsed by
the full committee, forwarded to the legislature,
and passed into law as Chapter 242, Laws of
2004. 

SCPP Deliberations

When deliberating on the question of who should be included in membership in
PSERS, the SCPP deliberated over using an activity-based criteria or using a
statutory list.  The committee decided in favor of a statutory list.  It was also
decided that an activity criteria would be included in the intent section of the
legislation.

The committee limited membership in PSERS to those jobs in which there were
law enforcement characteristics and duties.  Those characteristics, duties, and
qualifications were outlined in RCW 41.37.005 and included:

• A high degree of physical risk to member’s own personal safety;
• Providing public protection of lives and property;
• Authority and power to arrest;
• Conduct criminal investigations;
• Enforce the criminal laws of the state of Washington;
• Authority to carry a firearm as a part of the job;
• Passage of a civil service examination; and,
• Completion of the Washington Criminal Justice Training

Commission (CJTC) basic course or equivalent.
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While the above criteria for membership were in the intent section of the
legislation, the statutory list of those eligible for membership in PSERS was
placed in the definition section (RCW 41.37.010).  The list includes city
corrections officers, jailers, police support officers, custody officers, and bailiffs;
county corrections officers, jailers, custody officers, and sheriffs corrections
officers; county probation officers, probation counselors, and court services
officers; state correctional officers, correctional sergeants, and community
corrections officers; liquor enforcement officers; park rangers; commercial
vehicle enforcement officers; and gambling special agents.

At the time of passage, it was acknowledged that the legislation probably
excluded certain occupational titles, particularly those with supervisory duties,
and others who may qualify for membership based on the activity criteria. 
Because of the delayed effective date, it was felt that there was time for those
who wanted to be included in PSERS membership to contact the committee or
their legislators for consideration.

Policy

In order for a public employee to be a law enforcement member of LEOFF they
must:

• Be employed by a general authority law enforcement agency;
• Be employed on a full-time fully compensated basis to enforce

the criminal laws of the state of Washington;
• Pass a civil service examination;
• Meet specific medical and health standards; and,
• Complete CJTC basic training.

While PSERS eligible employees meet some of these standards, they do not
meet all of the standards.  The SCPP has limited membership in PSERS to
public employees who engage in law enforcement activities, are not eligible to
be LEOFF members, but who most closely meet the traditional definition of
“public safety.”

Policy Questions

Does the Committee want to maintain the law enforcement related activity
criteria for membership in PSERS?
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If the Committee wants to expand membership, on what criteria or measure
should that membership be based?  Should it include supervisory positions?

Does the committee want to consider changing the membership provision from
a statutory list to a criteria base?  (Job titles may be easier to change
administratively than actual job duties.)

Are there other provisions in PSERS the Committee wants to change?

Executive Committee Action

At the June 21, 2005, meeting, the Executive Committee of the SCPP
recommended that this issue be heard by the full committee in July.

At the July 19, 2005, meeting, the Executive Committee of the SCPP
recommended that a bill be drafted incorporating a criteria/duty based
membership design while retaining a statutory list of employers.

At the November 15, 2005, meeting, the Executive Committee of the SCPP
recommended both a bill draft, and an amendment to include the Department
of Social and Health Services to the list of employers, be forwarded to the full
committee for public hearing and possible executive session in December.  The
amendment would need to be adopted by the full committee before it could
modify the existing bill draft.

Committee Recommendation

At the December 13, 2005, meeting the full committee, during executive
session, recommended the bill incorporating a criteria/duty based membership
design while retaining a statutory list of employers be forwarded to the
legislature for consideration.  The employer list would include the Department
of Natural Resources and the Department of Social and Health Services.

Bill Draft

Attached

Fiscal Note (Draft)

Attached
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Stakeholder Input

Charles Jones, Correctional Captain, Washington State Department of
Corrections (see Attachment).

Lynn Maier, Governmental Relations Director, Washington Public Employees
Association, UFCW Local 365 (see Attachment).

Dennis Trettel, Master Investigator, Snohomish County Medical Examiner's
Office (see Attachment).

Bev Hermanson, Washington Federation of State Employees, AFSCME, AFL-
CIO (see Attachment).
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BILL REQUEST - CODE REVISER'S OFFICE
_____________________________________________

BILL REQ. #: Z-0835.7/06 7th draft

ATTY/TYPIST: LL:seg

BRIEF DESCRIPTION: Making changes to general provisions in the
public safety employees' retirement system.



 1 AN ACT Relating to general provisions in the public safety
 2 employees' retirement system; amending RCW 41.37.005, 41.37.010,
 3 41.04.270, 41.04.278, and 41.04.393; and declaring an emergency.

 4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

 5 Sec. 1.  RCW 41.37.005 and 2004 c 242 s 1 are each amended to read
 6 as follows:
 7 It is the intent of the legislature to establish a separate public
 8 safety employees' retirement system for ((those)) certain public
 9 employees whose jobs contain a high degree of physical risk to their
10 own personal safety and who ((engage in duties contained in this
11 section.  The duties involved in these jobs include providing)) provide
12 public protection of lives and property, ((the authority and power to
13 arrest, conducting criminal investigations, enforcing the criminal laws
14 of the state of Washington, and the authority to carry a firearm as
15 part of the job.  Qualifications and training for these jobs include
16 passage of a civil service examination and completion of the Washington
17 criminal justice training commission basic training course or
18 equivalent.  Only those job classes specifically included in RCW
19 41.37.010(5) by the legislature are public safety employees, and only
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 1 for service earned after the effective date of the inclusion of that
 2 job class in RCW 41.37.010(5))) but who are not eligible for membership
 3 in the law enforcement officers' and fire fighters' retirement system.

 4 Sec. 2.  RCW 41.37.010 and 2005 c 327 s 4 are each amended to read
 5 as follows:
 6 The definitions in this section apply throughout this chapter,
 7 unless the context clearly requires otherwise.
 8 (1) "Retirement system" means the Washington public safety
 9 employees' retirement system provided for in this chapter.
10 (2) "Department" means the department of retirement systems created
11 in chapter 41.50 RCW.
12 (3) "State treasurer" means the treasurer of the state of
13 Washington.
14 (4) "Employer" means the Washington state department of natural
15 resources, the Washington state department of social and health
16 services, the Washington state department of corrections, the
17 Washington state parks and recreation commission, the Washington state
18 gambling commission, the Washington state patrol, and the Washington
19 state liquor control board((,)); any county corrections
20 department((s,)); any city corrections department((s)) not covered
21 under chapter 41.28 RCW((,)); or other employers employing statewide
22 elective officials.
23 (5) "Member" means any employee employed by an employer on a full-
24 time((, fully compensated)) basis ((within the following job classes in
25 effect as of January 1, 2004:  City corrections officers, jailers,
26 police support officers, custody officers, and bailiffs; county
27 corrections officers, jailers, custody officers, and sheriffs
28 corrections officers; county probation officers and probation
29 counselors; state correctional officers, correctional sergeants, and
30 community corrections officers; liquor enforcement officers; park
31 rangers; commercial vehicle enforcement officers; and gambling special
32 agents)):
33 (a) Who is in a position that requires completion of a certified
34 criminal justice training course and is authorized by their employer to
35 arrest, conduct criminal investigations, enforce the criminal laws of
36 the state of Washington, and carry a firearm as part of the job;

Code Rev/LL:seg 2 Z-0835.7/06 7th draft



 1 (b) Whose primary responsibility is to ensure the custody and
 2 security of incarcerated individuals as a corrections officer or
 3 jailer;
 4 (c) Who is a limited authority Washington peace officer, as defined
 5 in RCW 10.93.020, for an employer; or
 6 (d) Whose primary responsibility is to supervise members eligible
 7 under this subsection.
 8 (6)(a) "Compensation earnable" for members, means salaries or wages
 9 earned by a member during a payroll period for personal services,
10 including overtime payments, and shall include wages and salaries
11 deferred under provisions established pursuant to sections 403(b),
12 414(h), and 457 of the United States internal revenue code, but shall
13 exclude nonmoney maintenance compensation and lump sum or other
14 payments for deferred annual sick leave, unused accumulated vacation,
15 unused accumulated annual leave, or any form of severance pay.
16 (b) "Compensation earnable" for members also includes the following
17 actual or imputed payments, which are not paid for personal services:
18 (i) Retroactive payments to an individual by an employer on
19 reinstatement of the employee in a position, or payments by an employer
20 to an individual in lieu of reinstatement, which are awarded or granted
21 as the equivalent of the salary or wage which the individual would have
22 earned during a payroll period shall be considered compensation
23 earnable to the extent provided in this subsection, and the individual
24 shall receive the equivalent service credit;
25 (ii) In any year in which a member serves in the legislature, the
26 member shall have the option of having such member's compensation
27 earnable be the greater of:
28 (A) The compensation earnable the member would have received had
29 such member not served in the legislature; or
30 (B) Such member's actual compensation earnable received for
31 nonlegislative public employment and legislative service combined.  Any
32 additional contributions to the retirement system required because
33 compensation earnable under (b)(ii)(A) of this subsection is greater
34 than compensation earnable under (b)(ii)(B) of this subsection shall be
35 paid by the member for both member and employer contributions;
36 (iii) Assault pay only as authorized by RCW 27.04.100, 72.01.045,
37 and 72.09.240;
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 1 (iv) Compensation that a member would have received but for a
 2 disability occurring in the line of duty only as authorized by RCW
 3 41.37.070;
 4 (v) Compensation that a member receives due to participation in the
 5 leave sharing program only as authorized by RCW 41.04.650 through
 6 41.04.670; and
 7 (vi) Compensation that a member receives for being in standby
 8 status.  For the purposes of this section, a member is in standby
 9 status when not being paid for time actually worked and the employer
10 requires the member to be prepared to report immediately for work, if
11 the need arises, although the need may not arise.
12 (7) "Service" means periods of employment by a member on or after
13 July 1, 2006, for one or more employers for which compensation earnable
14 is paid.  Compensation earnable earned for ninety or more hours in any
15 calendar month shall constitute one service credit month.  Compensation
16 earnable earned for at least seventy hours but less than ninety hours
17 in any calendar month shall constitute one-half service credit month of
18 service.  Compensation earnable earned for less than seventy hours in
19 any calendar month shall constitute one-quarter service credit month of
20 service.  Time spent in standby status, whether compensated or not, is
21 not service.
22 Any fraction of a year of service shall be taken into account in
23 the computation of such retirement allowance or benefits.
24 (a) Service in any state elective position shall be deemed to be
25 full-time service.
26 (b) A member shall receive a total of not more than twelve service
27 credit months of service for such calendar year.  If an individual is
28 employed in an eligible position by one or more employers the
29 individual shall receive no more than one service credit month during
30 any calendar month in which multiple service for ninety or more hours
31 is rendered.
32 (8) "Service credit year" means an accumulation of months of
33 service credit which is equal to one when divided by twelve.
34 (9) "Service credit month" means a month or an accumulation of
35 months of service credit which is equal to one.
36 (10) "Membership service" means all service rendered as a member.
37 (11) "Beneficiary" means any person in receipt of a retirement
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 1 allowance or other benefit provided by this chapter resulting from
 2 service rendered to an employer by another person.
 3 (12) "Regular interest" means such rate as the director may
 4 determine.
 5 (13) "Accumulated contributions" means the sum of all contributions
 6 standing to the credit of a member in the member's individual account,
 7 including any amount paid under RCW 41.50.165(2), together with the
 8 regular interest thereon.
 9 (14) "Average final compensation" means the member's average
10 compensation earnable of the highest consecutive sixty months of
11 service credit months prior to such member's retirement, termination,
12 or death.  Periods constituting authorized leaves of absence may not be
13 used in the calculation of average final compensation except under RCW
14 41.37.290.
15 (15) "Final compensation" means the annual rate of compensation
16 earnable by a member at the time of termination of employment.
17 (16) "Annuity" means payments for life derived from accumulated
18 contributions of a member.  All annuities shall be paid in monthly
19 installments.
20 (17) "Pension" means payments for life derived from contributions
21 made by the employer.  All pensions shall be paid in monthly
22 installments.
23 (18) "Retirement allowance" means monthly payments to a retiree or
24 beneficiary as provided in this chapter.
25 (19) "Employee" or "employed" means a person who is providing
26 services for compensation to an employer, unless the person is free
27 from the employer's direction and control over the performance of work.
28 The department shall adopt rules and interpret this subsection
29 consistent with common law.
30 (20) "Actuarial equivalent" means a benefit of equal value when
31 computed upon the basis of such mortality and other tables as may be
32 adopted by the director.
33 (21) "Retirement" means withdrawal from active service with a
34 retirement allowance as provided by this chapter.
35 (22) "Eligible position" means any permanent, full-time, fully
36 compensated position included in subsection (5) of this section.
37 (23) "Ineligible position" means any position which does not
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 1 conform with the requirements set forth in subsection (22) of this
 2 section.
 3 (24) "Leave of absence" means the period of time a member is
 4 authorized by the employer to be absent from service without being
 5 separated from membership.
 6 (25) "Retiree" means any person who has begun accruing a retirement
 7 allowance or other benefit provided by this chapter resulting from
 8 service rendered to an employer while a member.
 9 (26) "Director" means the director of the department.
10 (27) "State elective position" means any position held by any
11 person elected or appointed to statewide office or elected or appointed
12 as a member of the legislature.
13 (28) "State actuary" or "actuary" means the person appointed
14 pursuant to RCW 44.44.010(2).
15 (29) "Plan" means the Washington public safety employees'
16 retirement system plan 2.
17 (30) "Index" means, for any calendar year, that year's annual
18 average consumer price index, Seattle, Washington area, for urban wage
19 earners and clerical workers, all items, compiled by the bureau of
20 labor statistics, United States department of labor.
21 (31) "Index A" means the index for the year prior to the
22 determination of a postretirement adjustment.
23 (32) "Index B" means the index for the year prior to index A.
24 (33) "Adjustment ratio" means the value of index A divided by index
25 B.
26 (34) "Separation from service" occurs when a person has terminated
27 all employment with an employer.

28 Sec. 3.  RCW 41.04.270 and 2005 c 327 s 1 are each amended to read
29 as follows:
30 (1) Except as provided in chapter 2.10, 2.12, 41.26, 41.28, 41.32,
31 41.35, 41.37, 41.40, or 43.43 RCW, on and after March 19, 1976, any
32 member or former member who (a) receives a retirement allowance earned
33 by ((said)) the former member as deferred compensation from any public
34 retirement system authorized by the general laws of this state, or (b)
35 is eligible to receive a retirement allowance from any public
36 retirement system listed in RCW 41.50.030, but chooses not to apply, or
37 (c) is the beneficiary of a disability allowance from any public
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 1 retirement system listed in RCW 41.50.030 shall be estopped from
 2 becoming a member of or accruing any contractual rights whatsoever in
 3 any other public retirement system listed in RCW 41.50.030:  PROVIDED,
 4 That (a) and (b) of this subsection shall not apply to persons who have
 5 accumulated less than fifteen years service credit in any such system.
 6 (2) Nothing in this section is intended to apply to any retirement
 7 system except those listed in RCW 41.50.030 and the city employee
 8 retirement systems for Seattle, Tacoma, and Spokane.  Subsection (1)(b)
 9 of this section does not apply to a dual member as defined in RCW
10 41.54.010.

11 Sec. 4.  RCW 41.04.278 and 2003 c 295 s 2 are each amended to read
12 as follows:
13 (1) The select committee on pension policy may form three function-
14 specific subcommittees, as set forth under subsection (2) of this
15 section, from the members under RCW 41.04.276(1) (a) through (e), as
16 follows:
17 (a) A public safety subcommittee with one member from each group
18 under RCW 41.04.276(1) (a) through (e);
19 (b) An education subcommittee with one member from each group under
20 RCW 41.04.276(1) (a) through (e); and
21 (c) A state and local government subcommittee, with one retiree
22 member under RCW 41.04.276(1)(d) and two members from each group under
23 RCW 41.04.276(1) (a) through (c) and (e).
24 The retiree members may serve on more than one subcommittee to
25 ensure representation on each subcommittee.
26 (2)(a) The public safety subcommittee shall focus on pension issues
27 affecting public safety employees who are members of the law
28 enforcement officers' and fire fighters', public safety employees', and
29 Washington state patrol retirement systems.
30 (b) The education subcommittee shall focus on pension issues
31 affecting educational employees who are members of the public
32 employees', teachers', and school employees' retirement systems.
33 (c) The state and local government subcommittee shall focus on
34 pension issues affecting state and local government employees who are
35 members of the public employees' retirement system.
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 1 Sec. 5.  RCW 41.04.393 and 2003 c 32 s 1 are each amended to read
 2 as follows:
 3 Retirement benefits paid under chapter 41.26, 41.37, 41.40, or
 4 43.43 RCW to beneficiaries of public safety officers who die in the
 5 line of duty shall be paid in accordance with Title 26 U.S.C. Sec.
 6 101(h) as amended by the Fallen Hero Survivor Benefit Fairness Act of
 7 2001.

 8 NEW SECTION.  Sec. 6.  This act is necessary for the immediate
 9 preservation of the public peace, health, or safety, or support of the
10 state government and its existing public institutions, and takes effect
11 immediately.

--- END ---
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DRAFT FISCAL NOTE
REQUEST NO.

RESPONDING AGENCY: CODE: DATE: BILL NUMBER:

Office of the State Actuary 035 12/21/05 Z-0835.7 / Z-0886.4

SUMMARY OF BILL:

This bill impacts the Public Safety Employees' Retirement System (PSERS) by amending the definition of
employer to include the Washington State Department of Natural Resources and the Washington State
Department of Social and Health Services.  The member definition is also amended to replace the statutory
list of job titles with job duties and activities to form a criteria basis for membership.

Though job titles are no longer listed, it is expected that the new language would allow for the inclusion of
10 Natural Resource Investigators and 330 Juvenile Rehabilitation Security Officers and supervisors into
membership. 

Effective Date:   Immediately upon signing.

CURRENT SITUATION:

Currently PSERS eligible employers and members are based on statutory lists.  The Department of Natural
Resources and the Department of Social and Health Services are not among the eligible employers. 
Natural Resource Investigators and Juvenile Security Officers are not among the eligible members. 

MEMBERS IMPACTED:

We used our fiscal note in 2004 for HB 2537 (Chapter 242, Laws of 2004) as the basis for this analysis.

This bill

We estimate that 340 members out of the total 132,448 members in PERS Plans 2/3 would be affected by
this bill.
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Fiscal note detail for Chapter 242, Laws of 2004

We had previously estimated that approximately 7,200 members out of the total 132,448 members in PERS
plans 2/3 would be eligible to transfer.  However, since the enhanced PSERS retirement and disability
benefit require at least 10 years of service credit, we estimate that 1,200 members would opt not to transfer
from PERS to PSERS.  This reduced the estimated initial PSERS population to about 6,000. 

Demographic information for the group of PERS Plan 2/3 employees that will likely transfer to PSERS is
summarized in the following tables:

Estimated Initial PSERS Population - 2004 Fiscal Note

Job Class
Estimated

Count*
GF-S 

Percentage

Local
Government
Percentage

Average Annual
Salary

State Park Rangers 170 100% 0% $39,800
Gambling Commission
Enforcement Officers 70    0%  0% $48,500
Liquor Enforcement Officers 55 17% 0% $44,500
Commercial Vehicle
Enforcement Officers 50 6% 0% $45,200
State Correction Officers 2,800 100% 0% $38,400
State Community Correction
Officers 585 100% 0% $41,300
County Correction Officers 1,765 0% 100% $35,100
City Correction Officers** 130 0% 100% $34,700
Local Community Correction
Officers 340 0% 100% $41,300
Total 5,965 60% 36% $38,100

* Estimated counts increased by a 5% load due to uncertainty in the data and to reflect general conservatism
** Does not include employees covered under the first-class cities retirement system which are ineligible for membership

Estimated Additional PSERS Population - This Bill

Job Class
Estimated

Count
GF-S 

Percentage

Local
Government
Percentage

Average Annual
Salary

Department of Natural
Resources (DNR) Investigators 10 100% 0% $43,183
Department of Social and Health
Services (DSHS) 330 100% 0% $31,816
Total 340 100% 0% $32,150
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The average PERS Plan 2/3 member that would likely transfer to PSERS is age 38 with about 7 years of
service credit in PERS (as of September 30, 2002).

We estimate that for a typical member impacted by this bill, the increase in benefits would be the option to
retire at the following earlier ages:

1. At age 53 or later, with a retirement allowance reduced by 3% per year for each year the member
retires prior to age 60 (utilizing portability with PERS for eligibility purposes); or

2. At age 60, with an unreduced retirement allowance after 10 years of PSERS service credit

ASSUMPTIONS:

This bill

We assumed that the 340 members eligible under this bill have similar demographics and future retirement
behavior as the 7,200 members eligible under the current law.

Fiscal note detail for Chapter 242, Laws of 2004

We have assumed that existing PERS Plan 2/3 members who could not benefit from the enhanced benefit
provisions in PSERS, due to the 10-year service requirement in PSERS, will opt not to transfer to PSERS. 
Approximately 17% of the state correction officers in PERS Plans 2/3 fall into this category.  We have
applied a similar percentage (20%) to the local government job classes where individual PERS member
data is unavailable at this time.

We have assumed the following rates of retirement due to the enhanced retirement benefit provisions
under this proposed retirement plan.  Members with past service in PERS are assumed to retire at rates
between the PERS rates and the Public Safety rates (weighted by service in each system).

Public Safety Retirement Rates
Age Male Female
53 3% 3%
54 3% 3%
55 3% 3%
56 8% 8%
57 8% 8%
58 15% 11%
59 16% 12%
60 30% 36%
61 26% 26%
62 36% 36%
63 50% 50%
64 89% 89%



Public Safety Retirement Rates
Age Male Female
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65 46% 31%
66 30% 30%
67 22% 26%
68 22% 26%
69 26% 22%
70 100% 100%

In determining the fiscal budget determinations, we have applied the GF-S and local government
percentages contained in the Members Impacted section.  We have also increased the average annual
salary for state agency job classes by a 10% load due to uncertainty in the data and to reflect general
conservatism.  We used the high average salary from the Washington City and County 2003 Salary and
Benefit Survey for the local government job classes where individual member data was unavailable.

FISCAL IMPACT:

Description:

This bill will transfer prospective service credit in PERS to the proposed PSERS Plan 2 for members that
elect to transfer.  As a result, the present value of future benefits for existing members impacted by this bill
will decrease in PERS and increase in PSERS (see table under Actuarial Determinations).

Actuarial Determinations:

The bill will impact the actuarial funding of the system by increasing the present value of benefits payable
under the System and the required actuarial contribution rate as shown below: 

(Dollars in Millions) Current Increase Total
Actuarial Present Value of Projected Benefits

(The Value of the Total Commitment to all Current
Members)

PERS 2/3
PSERS 2
Total

  
$12,789

       $385
  $13,174

      ($14)
      $18

$4

   $12,775
       $403
   $13,178

Unfunded Actuarial Accrued Liability
(The Portion of the Plan 1 Liability that is Amortized at
2024)

PERS 2/3
PSERS 2
Total

          n/a
         n/a

          n/a

          n/a
         n/a

          n/a

          n/a
         n/a

          n/a
Unfunded Liability (PBO)

(The Value of the Total Commitment to all Current
Members Attributable to Past Service)

PERS 2/3
PSERS 2
Total

  ($3,924)
           $0
  ($3,924)

       $0
          $0
          $0

   ($3,924)
            $0
   ($3,924)
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This bill

The additional cost for members eligible under this bill is insufficient to impact the contribution rates provided
in the 2004 fiscal note.

Fiscal note detail for Chapter 242, Laws of 2004

Projected PERS contribution rates will decrease as a result of this proposal.  The Aggregate Cost (AC)
method in PERS Plans 2/3 results in the funding of some benefits before they are accrued (future benefits). 
The amount of this “prefunding” depends on the length of one’s working career and the magnitude of past
investment gains or losses relative to the long-term investment return assumption.  Past investment gains
and the “prefunding” of future benefits under the AC method, on an actuarial value basis, will not transfer
from PERS to PSERS for the members that elect to transfer.  This will serve to temporarily reduce projected
PERS contribution rates after the transfer as reflected below.  

The initial PSERS contribution rate will exceed the projected PERS rate by about 3% and trend down to
about 1% in 2009 and thereafter.  PERS contribution rates are projected to increase over the next several
biennia due to recent asset losses.  The projected PSERS contribution rate, on the other hand, remains
relatively stable since the plan starts without any assets (and without any past investment gains or losses
that are not yet recognized in the actuarial value of assets).  As a result, it may require several biennia
before the expected long-term biennial cost of this proposal will surface.  

2004 Fiscal Note
PERS

Increase
PSERS

Increase
PSERS
Total

Increase
from this bill

2006-2007
Employee (Plan 2) 0.00% 3.24% 6.57% 0.00%
Employer 0.00% 3.24% 8.23%* 0.00%

2007-2009
Employee (Plan 2) 0.00% 2.17% 6.45% 0.00%
Employer 0.00% 2.17% 8.72% 0.00%

2009-2011
Employee (Plan 2)       (0.04)% 1.33% 6.23% 0.00%
Employer       (0.04)% 1.33% 9.04% 0.00%

Long-Term Rates
Employee (Plan 2)          0.00% 0.80% 5.30% 0.00%
Employer          0.00% 0.80% 5.30%** 0.00%

*  The employer is projected to contribute 6.57% to PSERS; the
    remainder is an estimate of the PERS 1 UAAL rate.
**Assumes that the PERS 1 UAAL has been completely amortized.
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Fiscal Budget Determinations:

As a result of the expanded PSERS membership under this bill, the increase in funding expenditures for
DNR and DSHS combined is projected to be:

Costs (in Millions): PERS PSERS* Total

2006-2007
State:
    General Fund $0.0 $0.5 $0.5
    Non-General Fund $0.0 $0.0 $0.0
Total State $0.0 $0.5 $0.5
Local Government $0.0 $0.0 $0.0
Total Employer $0.0 $ 0.5 $0.5

2007-2009
State:
    General Fund $0.0 $0.8 $0.8
    Non-General Fund $0.0 $0.0 $0.0
Total State $0.0 $0.8 $0.8
Local Government $0.0 $0.0 $0.0
Total Employer $0.0 $0.8 $0.8

2006-2031
State:
    General Fund ($2.8) $9.9 $7.1
    Non-General Fund $0.0 $0.0 $0.0
Total State ($2.8) $9.9 $7.1
Local Government $0.0 $0.0 $0.0
Total Employer ($2.8) $9.9 $7.1

*Represents the increase in funding expenditures for the members that are
assumed to transfer from PERS to PSERS (not the total cost of PSERS).

State Actuary’s Comments:

We have estimated that the addition of DNR and DSHS as eligible PSERS employers will add approximately
340 members to the initial PSERS population.  The actual cost will be borne by the actual membership and
will vary from what is assumed in this fiscal note.  
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STATEMENT OF DATA AND ASSUMPTIONS USED IN PREPARING THIS FISCAL NOTE:

The costs presented in this fiscal note are based on our understanding of the bill as well as generally
accepted actuarial standards of practice including the following:

1. Costs were developed using the same membership data, methods, assets and assumptions as those
used in preparing the September 30, 2002 actuarial valuation report of the Public Employees Retirement
System.  

We also relied upon demographic data compiled in the Washington City and County Employee 2003
Salary and Benefit survey for the development of costs for the local government job classes where
individual PERS member data is unavailable at this time.  

We used available 2005 data for DNR and DSHS.

2. As with the costs developed in the actuarial valuation, the emerging costs of the System will vary from
those presented in the valuation report or this fiscal note to the extent that actual experience differs from
that projected by the actuarial assumptions.

3. Additional assumptions used to evaluate the cost impact of the bill which were not used or disclosed in
the actuarial valuation report include the following:  

We relied upon comparable state agency data as an estimate for local government job classes where
individual member data was unavailable.

4. The analysis of this bill does not consider any other proposed changes to the system. The combined
effect of several changes to the system could exceed the sum of each proposed change considered
individually.

5. This draft fiscal note is intended for use only during the 2006 Legislative Session.

6. The funding method used for Plan 1 utilizes the Plan 2/3 employer/state rate as the Normal Cost and
amortizes the remaining liability (UAAL) by the year 2024.  Benefit increases to Plan 2/3 will change the
UAAL in Plan 1.  The cost of benefit increases to Plan 1 increases the UAAL.

7. Plan 2/3 utilizes the Aggregate Funding Method.  The cost of Plan 2/3 is spread over the average
working lifetime of the current active Plan 2/3 members.

8. Entry age normal cost rate increases are used to determine the increase in funding expenditures for
future new entrants.  Aggregate rate increases are used to calculate the increase in funding
expenditures for current plan members.

GLOSSARY OF ACTUARIAL TERMS:

Actuarial accrued liability:  Computed differently under different funding methods, the actuarial accrued
liability generally represents the portion of the present value of fully projected benefits attributable to service
credit that has been earned (or accrued) as of the valuation date.
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Actuarial Present Value:  The value of an amount or series of amounts payable or receivable at various
times, determined as of a given date by the application of a particular set of Actuarial Assumptions (i.e.
interest rate, rate of salary increases, mortality, etc.)

Aggregate Funding Method:  The Aggregate Funding Method is a standard actuarial funding method.  The
annual cost of benefits under the Aggregate Method is equal to the normal cost.  The method does not
produce an unfunded liability.  The normal cost is determined for the entire group rather than an individual
basis.  

Entry Age Normal Cost Method (EANC):   The EANC method is a standard actuarial funding method.  The
annual cost of benefits under EANC is comprised of two components:  

• Normal cost; plus
• Amortization of the unfunded liability

The normal cost is determined on an individual basis, from a member’s age at plan entry,  and is designed
to be a level percentage of pay throughout a member’s career.  

Normal Cost:  Computed differently under different funding methods, the normal cost generally represents
the portion of the cost of projected benefits allocated to the current plan year.  

Pension Benefit Obligation (PBO):  The portion of the Actuarial Present Value of future benefits
attributable to service credit that has been earned to date (past service).

Projected Benefits:  Pension benefit amounts which are expected to be paid in the future taking into
account such items as the effect of advancement in age as well as past and anticipated future compensation
and service credits. 

Unfunded Liability (Unfunded PBO):  The excess, if any, of the Pension Benefit Obligation over the
Valuation Assets.  This is the portion of all benefits earned to date that are not covered by plan assets.

Unfunded Actuarial Accrued Liability (UAAL):  The excess, if any, of the actuarial accrued liability over
the actuarial value of assets.  In other words, the present value of benefits earned to date that are not
covered by plan assets.
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